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COST COMPONENTS AND PROXIES 

FOR THE ECONOMIC FACTOR 


Refer to Section 5.17(a) 


LABOR 1. 
COST COMPONENT: Non - physician Salaries. Physicians'Salariesand Fees 
SHARE COST CENTER: 	 A11 Cost Centers for which employees salaries are reported; contracted 

services in MSA, OBS, PED, PSA, ICU, CCU, NNI, NBN, EMR, CLN, 
and OHS Cost Centers; physicians salaries and fees for all Cost Centers 
except RSD; and.physicians fees for RSD Cost Centers. 

PROXIES: 	 BLS, Average Hourly earnings for Nonsupervisory Hospital Workers, Northeast (97 
percent in 1987, and no less than 94 percent in 1988 and 1989) 
Percentage change in New Jersey contracted services hourly wage three percent in 1987, 
six percent in 1988 and 1989. Labor proxies of future years will be adjusted downward to 
reflect the actual 1988 and 1989 statewide proportion of contracted services if the actual 
proportion is less than six percent This treatment will continue for all rate years based on 
the 1986 base year. 

SOURCE: 	 Bureau of Labor Statistics (BLS), Employment Cost Index New Jersey Departmeit of 
Health survey of contracted services labor costs for 1986 through 1988. 

LABOR 2.. 
COST COMPONENT: Interns, Residents and Fellows 
SHARE COSTCENTER: Physicians' salaries in RSD Cost Center 
PROXIES: 	Percentage change in average stipend for house staff, Northeast Region, by number of 

residents per postgraduate year for New Jersey hospitals. 
SOURCE: Council of Teaching Hospitals and new Jersey Department of Higher Education 

LABOR 3. 

COST COMPONENT: Fringe Benefits 

SHARE COST CENTER: Other Expense reported in PFB, LFB, and PEN Cost Centers 


CATEGORY I:FICA 
Proxy: Percentage change in Social Security Tax Rate compounded by changes in salaries (95%). 

Percentage change in Social Security Tax Rate compounded by change in Rate Base (5%). 
SOURCE: U.S. Department of Health, Education and Welfare, Social Security Bulletin and BLS, 

Average Hourly Wages-Hospital Workers (U.S.) 

CATEGORY 2: Workman's Compensation 

Proxy: Percentage change in Manual Rate compounded by percentage change in salaries. 

SOURCE: New Jersey Compensation Rating and Inspection Bureau and BLS, Employment Cost Index 


CATEGORY 3: Unemployment Insurance 
PROXY: 	 Percentage change in Disability Insurance Rate compounded by Rate Base (goo/,) 

Percentage change in Disability Insurance Rate Compounded by Rate Base and salary 
changes (10%). 

SOURCE: New Jersey Department of Labor and Industry and BLS, Average Hourly Wages-Hospital 
Workers (U.S.) 
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category 4 .  D i s a b i l i t yI n s u r a n c e  
- r  

Rate 
change  i n  d i s a b i l i t y  R a t e  

i n s u r a n c e  
byL . f :  Pe rcen tage  

(90%) Pe rcen tage  
i n s u r a n c e  

R a t e. .  Base change  in d i s a b i l i t y  
compounded 

compounded by RateBaseandsa larychanges  (10;:) 
S O U R C E :  New J e r s e yD e p a r t K e n to fL a b o ra n di n d u s t r ya n d  ELS,  AverageHourly

Wages-HospitalWorkers ( U . S . )  

C A T E G O R Y  5 :  Medica lInsurance  
proxy 	 P e r c e n t a g ec h a n g e  i n  New J e r s e yH o s p i t a lA s s o c i a t i o ng r o u pr a t e  for 

B l u eC r o s s / B l u eS h i e l db a s i ch o s p i t a la n dg r o u pm a j o rm e d i c a l  
premium r a t e s .  

S O U R C E :  New J e r s e y  A s s o c i a t i o nH o s p i t a l  

C A T E G O R Y  6 :  L i f eI n s u r a n c e  

P R O X Y :  P e r c e n t a g ec h a n g ef o r  New J e r s e yH o s p i t a l  g r o u p 
A s s o c i a t i o n  l i f e  

i n s u r a n c ep r e m i u mr a t e s  
S O U R C E :  New J e r s e y  A s s o c i a t i o nH o s p i t a l  

C A T E G O R Y  7 :  P e n s i o n s  
P R O X Y :  E C I ,  N o r t h e a s t  
SOURCE: 6LS,ErnployKent Cos; Index  

C A T E G O R Y  8:  O t h e rP o l i c yF r i n g eB e n e f i t s  
proxy E C I ,  N o r t h e a s t  

CostS O U R C E :  BLS, EmploymentIndex 

s u p p l i e s  1. 
,T C O M P O N E N T :  O f f i c eS u p p l i e s

. , r l A R E  COST C E N T E R :  S u p p l yc o s t sr e p o r t e di n  ?:Y, RSD, A & G ,  F I S ,  PCC, E?? ,  
and M R D  Cost  Centers  

p r o x i e sp r o d u c e rP r i c e  Index ( P P I ) :  0915-Z5 O f f i c eS u p p l i e sa n dA c c e s s o r i e s  

SUPPLIES 2 .  

C O S T  c o m p o n e n t  Raw Food 

SHARE
COST C E N T E R :  P r o p o r t i o no fS u p p l yC o s t sr e p o r t e d  i n  D T Y  C o s tC e n t e r  
PROXIES: 	 Consumer P r i c eI n d e x( C P I ) :  Food a t  home (50%) PPI:02 l e s s  029 ,0251  

a n d0 2 6 2P r o c e s s e df o o dl e s sf e e d s ,  l e s s  a l c o h o l i ca n dn o n - a l c o h o l i c  
b e v e r a g e s  (50%)

Pr i ce  andSOURCE: BLS,  Consumer  Index  P roduce r  Price Index  
- I 


SUPPLIES 3 .  

COST COMPONENT: Other D i e t a r y  Supp l i e s 

SHARE
COST C E N T E R :  P r o p o r t i o n  o f  S u p p l yc o s t sr e p o r t e d  i n  DTY Cost  C e n t e r  
PROXIES: P P I :  0915-0333.03 Goods,Paper  Hot  C u p s  (24.072)

P P I :  0 7 2 2U n s u p p o r t e dP l a s t i cF i l ma n dS h e e t i n g( 1 2 . 0 3 % )
P P I :  1261 (35 .98%)Dinnerware  
P P I :  0671 S o a pa n dS y n t h e t i cD e t e r g e n t( 2 7 . 9 2 % )  

S O U R C E :  BLS, P r o d u c e r  i n d e xP r i c e  



-- 
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_ 
supplies 4 .  

,,ST c o m p o n e n tH o u s e k e e p i n gS u p p l i e s  
.'-SHARE C O S T  center Supply  c o s t s  r e p o r t e d  i n  I-XP Cost C e n t e r  

P a p e r  and h e a l t hPROXIES: 	 P P I :  0915-01 S a n i t a r y  P r o d u c t s  ( 3 0 % )  
F P I :  0 7 2 2  U n s u p p o r t e dP l a s t i cf i l ma n dS h e e t i n g  ( 3 0 % )  
P P I :  0671  Soap  Syn the t i cand  De te rgen t  (40%) 

SOURCE: ELS,  P r o d u c e r  I n d e xP r i c e  

SUPPLIES 5 .  

COST component Laundry and L i n e nS u p p l i e s 

SHARE
COST C E N T E R :  S u p p l yc o s t sr e p o r t e d  i n  L8L C o s tC e n t e r  
PROXIES: P P I :  0671 S o a pa n dS y n t h e t i cD e t e r g e n t s  (60%) C P I :  T e x t i l e  

HouseFurn i sh ings  (40%) 
P r i ce  and  P r i ce  indexSOURCE: BLS, P roduce r  i ndex  Consumer  

SUPPLIES 6 .  

COST C O M P O N E N T :  Drugs 

s h a r  COST center S u p p l yc o s t sr e p o r t e d  i n  3 H M  2nd O R U  C o s tC e n t e r s  

PROXIES: P P I :  0 6 2 5  E t h i c a l 
( P r e s ,  prescription d r u g  (70%)

0636 P r o p r i e t a r y( o v e rt h ec o u n t e rD r u g s  (30%)
SOURCE: E L S ,  P r o d u c e r  I n d e xP r i c e  

s u p p l i e s  7 .  

COST COMPONENT: L a b o r a t o r yS u p p l i e s 

SHARE
COST C E N T E R :  S u p p l yc o s t sr e p o r t e d  i n  LA8  and BBK C o s tC e n t e r s  

C o n t a i n e r s  (40%) P P I :  061 I n d u s t r i a lPROXIES: PPI:  138 G l a s s  C h e m i c a l s  (50%)
source BLS,  P r o d u c e r  I n d e xp r i c e  

- -' ;UPPLIES 8 .  
COST component Radiology Supplies 
::;ARE COST c e n t e rS u p p l yc o s tr e p o r t e d  i n  ?AD C o s tC e n t e r  
proxies P P I :  1 5 4 2  p h o t o g r a p h i cS u p p l i e s  
S O U R C E :  ELS,  Produce  Index  .pr i ce  

SUPPLIES 9 .  

COST COMPONENT:  M e d i c a l / S u r g i c a l 
S u p p l i e s  
shar COST center S u p p l yc o s t sr e p o r t e d  i n  M S A ,  088, P E D ,  PSY, ICU, C C U ,  N N I ,  

N B N ,  EMR,  CLN,OHS, ANSI  CSS, DEL, D I A ,  EDG, M S S ,  NHD, ORP., 
OPM, PHT, RSP, THR, and C C A  C o s t  Centers 

PROXIES: C P I :  N o n - P r e s c r i p t i o nM e d i c a le q u i p m e n ta n dS u p p l i e s  
S O U R C E :  BLS, Consumer  IndexPr i ce  

-. - r
SUPPLIES 10 .  

COST COMPONENT:  R e p a i r s  andMain tenanceSupp l i e s  

SHARE
COST C E N T E R :  S u p p l yc o s t sr e p o r t e di n  OGS and PLT C o s tC e n t e r s  

Main tenance  Repai rs ,PROXIES: CPI :  and  Commodi t ies  
SOURCE: ELS, Consumer  IndexPr i ce  

O T H E R  1. ,.*-:&;3 -: 


COST COMPONENT:  R e p a i r s  and M a i n t e n a n c eS e r v i c e s  

SHARE
COST C E N T E R :  Other e x p e n s e sa n dc o n t r a c t e ds e r v i c ec o s t sr e p o r t e di n  OG.8 

and PLT C o s tC e n t e r s  
PROXIES: C P I :  M a i n t e n a n c ea n dR e p a i r s ,S e r v i c e s  - ..--. -. 

source BLS,  Consumer  IndexPr i ce  



- APPENDIX I .  3 - -Id9 

category Service 
3: 
Business Equipment - .  

'!)ST center Equipment costs reported in pH'{ ,  RSD, A P G ,  FIS, FRO, O C G ,  P T C ,  
and EDR Cost Centers 

, _  proxy PPI: 1 1 9 3  less 1193.06 Office and store machines and equipment l e s s  
. .  Coin-Operated Vending Equipment P?I: 122 commercial Furniture 


SOURCE: 6LS, Producer price Index, weighted by Relative Importance 


category 4 :  Diagnostic and Therapeutic Equipment

COST CENTER: EMR, CLN, OHS and all Ancillary Cost Centers 

PROXY: Percentage change in hospital equipment cost index 

SOURCE: Hospital Equipment C o s t  Index, Marshall Valuation Service, Marshall 


and Swift Publication Co. 


other 6. 

COST COMPONENT: Other Services 

SHARE COST CENTER: Other expenses reported i n  all cost centers except INTI 


PLT, OGS, MAL, UTC, LFB, P F 6 ,  and P E N ;  other expenses in 
A S G  Cost Center not classified above; contracted service 
costs in Ancillaries exclusive o f  DEL, ORR, DTY, HKP, MRD,
PCC, EDR, ASG and FIS Cost centers 

PROXIES: service less rent and medical care 
sourc e  E L S ,  Consumer Price Index 



LG . 	 other policy Fringes 
same as L a b ;  
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31/ 2.77 
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